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to 50 percent of an NDSL or Perkins
loan for service as a member of the
U.S. Army, Navy, Air Force, Marine
Corps, or Coast Guard in an area of
hostilities that qualifies for special pay
under section 310 of title 37 of the
United States Code.

(2) The cancellation rate is 121⁄2 per-
cent of the original loan principal, plus
the interest on the unpaid balance ac-
cruing during the year of qualifying
service, for each complete year of
qualifying service.

(3) Service for less than a complete
year, including any fraction of a year
beyond a complete year of service, does
not qualify for military cancellation.

(Authority: 20 U.S.C. 425(b)(3) and 1087ee)

[52 FR 45758, Dec. 1, 1987. Redesignated at 59
FR 61413, Nov. 30, 1994]

§ 674.60 Cancellation for volunteer
service—Perkins loans, NDSLs and
Defense loans.

(a)(1) An institution must cancel up
to 70 percent of the outstanding bal-
ance on a Perkins loan, and 70 percent
of the outstanding balance of an NDSL
made on or after October 7, 1998, for
service as a volunteer under The Peace
Corps Act or The Domestic Volunteer
Service Act of 1973 (ACTION programs).

(2) An institution must cancel up to
70 percent of the outstanding balance
on an NDSL or Defense loan for service
as a volunteer under The Peace Corps
Act or The Domestic Volunteer Service
Act of 1973 (ACTION programs) per-
formed on or after October 7, 1998, if
the cancellation benefits provided
under this section are not included in
the terms of the borrower’s promissory
note.

(b) Cancellation rates are—
(1) Fifteen percent of the original

principal loan amount plus the interest
on the unpaid balance accruing during
the year of qualifying service, for each
of the first and second twelve-month
periods of service;

(2) Twenty percent of the original
principal loan amount plus the interest
on the unpaid balance accruing during
the year of qualifying service, for each

of the third and fourth twelve-month
periods of service.

(Authority: 20 U.S.C. 1087ee)

[52 FR 45758, Dec. 1, 1987, as amended at 57
FR 32347, July 21, 1992. Redesignated at 59 FR
61413, Nov. 30, 1994, as amended at 64 FR
58314, Oct. 28, 1999]

§ 674.61 Cancellation for death or dis-
ability.

(a) Death. An institution shall cancel
the unpaid balance of a borrower’s De-
fense, NDSL, or Perkins loan, includ-
ing interest, if the borrower dies. The
lending institution shall cancel the
loan on the basis of a death certificate
or other evidence of death that is con-
clusive under State law.

(b) Permanent and total disability. (1)
An institution shall cancel the unpaid
balance of a Defense, NDSL, or Perkins
loan, including interest, if the bor-
rower becomes permanently and to-
tally disabled after receiving the loan.
The lending institution shall decide
whether to cancel the loan based on
medical evidence, certified by a physi-
cian, which the borrower or his or her
representative supplies.

(2) Permanent and total disability is
the inability to work and earn money
or to attend an institution because of
an impairment that is expected to con-
tinue indefinitely or result in death.

(c) No Federal reimbursement. No Fed-
eral reimbursement is made to an in-
stitution for cancellation of loans due
to death or disability.

(d) Retroactive. Cancellation for death
or disability applies retroactively to
all Defense, NDSL or Perkins loans.

(Approved by the Office of Management and
Budget under control number 1845–0019)

(Authority: 20 U.S.C. 425 and 1087dd and sec.
130(g)(2) of the Education Amendments of
1976, Pub. L. 94–482)

[52 FR 45758, Dec. 1, 1987, as amended at 53
FR 49147, Dec. 6, 1988. Redesignated and
amended at 59 FR 61413, 61415, Nov. 30, 1994;
64 FR 58315, Oct. 28, 1999]

§ 674.62 No cancellation for prior serv-
ice—no repayment refunded.

(a) No portion of a loan may be can-
celled for teaching. Head Start, volun-
teer or military service if the bor-
rower’s service is performed—
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(1) During the same period that he or
she received the loan; or

(2) Before the date the loan was dis-
bursed to the borrower.

(b) The institution shall not refund a
repayment made during a period for
which the borrower qualified for a can-
cellation unless the borrower made the
payment due to an institutional error.

(Authority: 20 U.S.C. 425 and 1067ee)

[52 FR 45758, Dec. 1, 1987. Redesignated at 59
FR 61413, Nov. 30, 1994]

§ 674.63 Reimbursement to institutions
for loan cancellation.

(a) Reimbursement for Defense loan
cancellation. (1) The Secretary pays an
institution each award year its share of
the principal and interest canceled
under §§ 674.55 and 674.59(a).

(2) The institution’s share of can-
celled principal and interest is com-
puted by the following ratio:

I

I F+

Where I is the institution’s capital con-
tribution to the Fund, and F is the
Federal capital contribution to the
Fund.

(b) Reimbursement for NDSL and Fed-
eral Perkins loan cancellation. The Sec-
retary pays an institution each award
year the principal and interest can-
celed from its student loan fund under
§§ 674.53, 674.54, 674.56, 674.57, 674.58,
674.59(b), and 674.60. The institution
shall deposit this amount in its Fund.

(Authority: 20 U.S.C. 428 and 1087ee)

[52 FR 45758, Dec. 1, 1987. Redesignated and
amended at 59 FR 61413, 61415, Nov. 30, 1994]

APPENDIXES A—D TO PART 674
[RESERVED]

APPENDIX E TO PART 674—EXAMPLES

FOR COMPUTING MAXIMUM PENALTY

CHARGES (6 MONTHS UNPAID OVER-
DUE PAYMENTS) ON DIRECT LOANS

MADE FOR PERIODS OF ENROLLMENT

BEFORE JANUARY 1, 1986

Monthly repayment schedule

Installment due dates—Missed payments Separate
monthly

maximum
penalty
charges

Jan. 2 Feb. 2 Mar. 2 Apr. 2 May 2 June 2

1st Past due installment ....................... $1 ................ ................ ................ ................ ................ $1

2nd Past due installment ...................... ................ $1+$2 ................ ................ ................ ................ 3

3rd Past due installment ....................... ................ ................ $3+$2 ................ ................ ................ 5

4th Past due installment ....................... ................ ................ ................ $5+$2 ................ ................ 7

5th Past due installment ....................... ................ ................ ................ ................ $7+$2 ................ 9

6th Past due installment ....................... ................ ................ ................ ................ ................ $9+$2 11

Cumulative maximum subtotals ..... 1 4 9 16 25 36 ....................

Bimonthly repayment schedule

Installment due dates—Missed
payments

Separate bi-
monthly

maximum
penalty
chargesJan. 2 Mar. 2 May 2

1st Past due installment .................................................................................... $3 ................ ................ $3

2nd Past due installment .................................................................................. ................ $3+$3 ................ 6

3rd Past due installment ................................................................................... ................ ................ $6+$3 9

Cumulative maximum subtotals ................................................................. 3 9 18 ....................

Quarterly repayment schedule

Installment due dates—
Missed payments

Separate
quarterly
maximum
penalty
chargesJan. 2 Apr. 2

1st Past due installment ................................................................................................ $6 .................... $6

2nd Past due installment ............................................................................................... .................... $6+$6 12
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